Small boats sailing off Marblehead, Massachusetts. (Courtesy of The Boston Globe) 


Industrial Activity 


Declines Further in 
Second Quarter 


New ENGLAND industrial activity arrived at the first 
of July with many manufacturers willing to close up 
shop for a summer vacation. In many instances plans 
called for extended vacations in production depart- 
ments, but this policy did not apply to employees in 
sales, engineering, designing, and research departments. 
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The manufacturing segment of the New England 
economy moved lower during the second quarter 
of 1949, and general business activity declined 
despite strong support from department store 
trade and other nonmanufacturing lines. New 
orders dropped lower as price and inventory dis- 
tortions were adjusted. The further decline in 
factory activity was almost universal in the 
durable-goods industries. Among the nondu- 
rables, textiles, shoes, and a few other lines 
showed signs of improvement. 





Concerns competed vigorously for new orders. Except 
where quick deliveries of specialized products were 
essential for the requirements of customers who had 
postponed buying as long as possible, as in the woolen 
industry, many firms decided to let orders accumulate 
or to ship against orders from their inventories of 
finished goods. 

Employment in almost every industry had receded 
from its postwar peak. Many plants operated on re- 
duced work weeks, and some had closed completely. 
The effects of price uncertainty, inventory caution, 
and the accompanying lack of orders had spread to 
most lines of manufacturing industry. 

However, some industries which had_ first experi- 
enced the postwar decline in sales began to feel a stim- 
ulating current of new orders during the second quar- 
ter of this year. Competitive readjustments in prices, 
type of product, and inventory seemed to be bringing 
the desired results. Trade analysts began to note signs 
of slight comparative improvement in industries such 
as woolens and worsteds, shoes, rubber, jewelry, plas- 
tics, and instruments and scientific equipment. More 
extensive inquiries in the machine tool industry aroused 
interest in prospects for revival in that industry. The 
support given to employment by the automobile as- 
sembly industry, electronics plants, shipbuilding, and 
specialty mills in several industry groups illustrates 
how consumer preference, quality requirements, and 
government needs are transmitted: back to manufac- 
turing activity. 

Total New England manufacturing employment 
dropped from 1,335,000 in April to 1,299,000 in May, a 
decrease of 2.7 per cent. The May total was 13.4 per 
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cent below the level of May 1918 and represented the 
eighth successive monthly decline since last September. 
May manufacturing employment was only 11 per cent 
above the average for 1939. The drop from April to 
May was most pronounced in the durable-goods in- 
dustries (—3.7 per cent), where the largest percentage 
changes were recorded by the primary metal, fabricated 
metal, and machinery industries. Total nondurable- 
goods employment fell 1.9 per cent and was 12.3 per 
cent below the May 1948 figure, in contrast with the 
14.8 per cent year-to-year decline in the durables. 
Among the nondurables, the May employment per- 
formance of the food and textile industries was out- 
standing, with rises from April of 2.8 and 0.1 per cent, 
respectively. The only industries in either major cate- 
gory which reported increased employment in May 
from levels of a year ago were food products (+ 4.3 per 
cent) and leather and its products (+0.2 per cent). 


Initial Une miploy mien 


Claims Decline 


The fluctuations in manufacturing employment have 
dominated the pattern of unemployment in the New 
England states during all of 1949. In May, continued 
claims for unemployment compensation benefits rose 
sharply by 61,000 to a level of 303,000, but initial 
claims dropped from 268,000 in April to 148,000 in 
May. While the average period of unemployment still 
increased, the volume of initial unemployment de- 
creased. Preliminary figures for June indicate a con- 
tinuation of this tendency. Firms seem to have re- 
duced their working forces nearer to minimum levels 
for effective plant operations. 

Despite the marked drop in manufacturing employ- 
ment and production both in New England and in the 
nation, there has been a significant difference in the 
timing of readjustments this time from the recessions 
which began in 1920 and 1937. In those years most in- 
dustry groups reached their production peaks within a 
six-month period. The post-World War IL production 
peaks, -however, have been spread over a three-year 
period, and not more than a third of the industry 
groups have crested within any half year. 

The anticipation of continuing price declines after 
production curtailment began has produced increased 
buying caution among manufacturers, retailers, and 
wholesalers. Where a year ago forward buying for three 
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months or more was a common policy among New 
England manufacturers, the prevailing purchasing pol- 
icy has now shifted to hand-to-mouth buying or an up 
to thirty-days’ supply. Retailers and wholesalers have 
also in most instances reduced their inventories by cur- 
tailing purchases below current sales. 

According to the Associated Industries of Massa- 
chusetts, new orders received by Massachusetts manu- 
facturers held at the same level in May as in April. 
They were 1] per cent below orders received in May 
1948. Increases in orders over April levels were reported 
by producers of textiles (+13 per cent), leather and 
shoes (+31 per cent), metal products (+6 per cent), 
and paper (+4 per cent). An average drop in orders 
of six per cent in all other industries counterbalanced 
the rises. Only textiles showed an order level in May 
as high as that of a year ago. 

New orders will probably not balance sales until 
producers and distributors have worked down their in- 
ventories to what they consider desirable levels. While 
the raw material inventories of manufacturers and the 
stocks of distributors are rapidly being brought into 
line, the finished-goods inventories of many producers 
are still high and are acting as a brake upon increased 
production and employment in many lines. The New 
England Purchasing Agents Association reports that 
more manufacturing companies are making progress 
in reducing their finished stocks. Only 22 per cent of 
companies questioned stated that finished inventories 
were higher in May than in April, in comparison with 
29 per cent recording increases from March to April. 
Nevertheless, the corrective process is slow. 

The stiffening of wholesale food prices during the 
first half of this year has temporarily checked the drop 
in retail prices in the New England region, as well as 
nationally. From March through June consumers’ food 
prices have even risen slightly. Owing to the heavy 
weight of food in the consumer's budget, the rise in 
food costs has offset the continuing decline in prices 
of apparel and fuel. The total retail price index of the 
Massachusetts Department of Labor and Industries 
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rose from 159 per cent of the 1935-1939 average in 
April and May to a level of 160 in June. 

In spite of the decline in manufacturing employment, 
consumers spent almost the same number of dollars in 
New England department stores in the first five months 
of 1949 as they did in the corresponding period a year 
ago. They purchased enough additional units at lower 
prices to maintain the comparative level of dollar 
sales. They also paid their bills better this year. 

Southern New England department stores reported 
that sales were one per cent higher for the period Janu- 
ary 1 to June 25 in 1949 compared with the corre- 
sponding period last year. Department stores in the 
entire United States reported a four per cent decline in 
sales for the corresponding year-to-year period. 

Sustained buying at New England department stores, 
especially in Boston, in response to lower prices, special 
promotions, and other effective merchandising tech- 
niques buoyed up business confidence as manufacturing 
employment decreased. The stores have demonstrated 


what can be accomplished to increase the unit flow of 


products to consumers. 

Department store inventory policy is still cautious, 
but some stores have revised their thinking about fu- 
ture prospects. Department stores in Boston increased 
their merchandise orders outstanding, but in May they 
were still 14 per cent below those for May last year. 

Total construction activity in New England showed 
the expected seasonal rise during the spring quarter of 
this year and is estimated to be at a level near that of 
last year. During May, according to the F. W. Dodge 
Corporation, total contracts awarded for new building 
in New England were 10 per cent below those awarded 
in May 1948. The five-month contract total for new 
building through May 1949 was four per cent below 
that for the corresponding period of 1948. Contracts 
for residential building are running 13 per cent ahead 
of last year, and those for nonresidential building are 
17 per cent behind for the first five-month period. 
While new contract awards for public works and util- 
ities construction categories for May were above those 
of a year ago, the total for 1949 so far is 18 per cent 
helow that of the corresponding period in 1948. 

Ve ufacturing Activity Shows 
Smaller Drop 

Other lines of nonmanufacturing employment have 
also held up well despite the slump in factory activity. 
During May, total nonmanufacturing employment in 
New England was 1.783.500, only 0.9 percent lower than 
in May 1948 and 0.9 per cent more than in April 
1949. Employment in May equal to or greater than that 
in both the preceding month and a year ago was report- 
ed for transportation other than railroads, service estab- 
lishments, financial, insurance, and real estate estab- 
lishments, and for federal, state, and local government 
units. The only large reduction from levels of a year 
ago was recorded for the interstate railroads, but their 
employment did rise slightly from April to May. 


Commercial, industrial, and agricultural loans of 


the nation’s weekly reporting member banks have re- 
flected the general decline in production, trade, and 
prices. By June 30 they had dropped steadily for 27 
consecutive weeks. In New England, banks in the Bos- 


JU 


\ 


BOSTON 


ton area hold about three-fourths of the total business 
loans of the district, and they have carried the major 
impact of the decline. New England’s banks started 
to lose business loans two months before the nation. 
By the end of June loans had dropped 19 per cent from 
last fall's peak in this region in comparison with the 
15 per cent national decline. 

As in the nation, the reduction in business loans in 
New England banks has apparently been almost en- 
tirely voluntary. Lower inventories, smaller working 
capital requirements for other purposes, and reduced 
capital expenditures have lessened the need for funds 
and have encouraged businesses to use available cash 
balances to reduce bank loans. In some cases, bank 
loans have been funded with insurance companies or 
by sales of securities to the public. 


lextile Outlook Improving 

Sales and employment in the nondurable-goods in- 
dustries fell off more rapidly in 1948 than they did in 
the durable lines. Textile-mill production reacted 
quickly and drastically. The business situation in the 
multi-product textile manufacturing industry con- 
tinued to deteriorate into the second quarter of 1949 
as price uncertainty and inventory caution further 
reduced the volume of manufacturers’ sales. Em- 
ployment in New England’s textile mills in April was 
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25 per cent less than it had been in April 1948. In May 
the decline halted and a very slight increase was re- 
corded. Considerable improvement during June in the 
woolen division and stabilization in the rayon division 
offered encouragement, however, and supported the 
contention that retailers and cutters will have to buy 
more heavily to replace depleted inventories. 

The decreased demand for textile products increased 
competitive bargaining for lower prices of finished 
goods, higher quality products, quicker deliveries, 
lower costs of raw materials, and improved methods of 
production and selling. It also terminated the reprieves 
given high-cost producers during the war and immedi- 
ate postwar periods. The New England textile industry 
returned closer to its highly individualistic prewar 
competitive status during the second quarter of 1949. 
Its wage and raw material costs are now more rigid 
than they were before the war. Consequently, there are 
ereater rewards for superior management. 
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During the last few months, labor and management 
representatives have discussed the problems of assign- 
ing job duties, setting wage rates, collective bargaining 
procedures, hiring policies, pricing, regional cost differ- 
entials, and foreign competition. New England cotton 
textile manufacturers have outlined their difficulties at 
a meeting with their Congressional representatives. 
The largest union in the textile industry has advised 
its locals in New England not to request wage increases 
under wage reopening provisions in union agreements. 
Mutual efforts to solve New England’s textile problems 
have opened the way to constructive action. 

The large decline in textile-mill output and employ- 
ment has been accompanied by a somewhat smaller 
drop in factory activity in New England’s apparel 
trades. The men’s apparel group has shown the greatest 
weakness. Price reductions ranging from five to 20 per 
cent of 1948 quotations have been announced by manu- 
facturers of men’s and women’s garments. Even with 
such price attractions, retail buyers have been reluctant 
to place orders for fall delivery in the belief that fur- 
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ther concessions will be made. In late June, however, 
some manufacturers recalled laid-off employees as new 
orders for summer and fall merchandise were received. 

New England’s shoe manufacturers were most suc- 
cessful in maintaining their output during the first four 
months of 1949. The number of pairs produced in this 
area from January through April fell only three per 
cent below the level of a year ago, while total national 
production declined 5.4 per cent. New England output 
in March, the peak of the spring season, was higher 
than in any single month since October 1946. Employ- 
ment during the second quarter ran slightly above that 
for the same period last year. 

Present indications point to a more active fall pro- 
duction season this year than in 1948. A slightly higher 
physical volume of retail sales coupled with continued 
cautious buying by distributors has reduced inven- 
tories. Confirmed orders for shoes in the low- and 
medium-priced lines ran well during June, and manu- 
facturers concentrating on those categories plan full- 
time operations in July and August. The shift in de- 
mand to lower grades of shoes has continued. Prices 
have not yet fallen appreciably. 
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Employment in New England’s leather manufac- 
turing plants lags behind that of the shoe factories, 
just as the textile mills have curtailed activity more 
than the apparel shops. Employment in Massachusetts 
tanneries in April and May was 13 per cent below that 
of a year ago. Sole-leather plants have been particularly 
hard hit by the increased competition from composi- 
tion and rubber soles. 

Second quarter conditions in New England’s other 
nondurable-goods industries were mixed, with contin- 
ued strength in food products and printing and pub- 
lishing, and with further employment declines in the 
rubber, paper, and chemical industries. The food in- 
dustry has held up best. The month-to-month increases 
in food-industry employment experienced earlier this 
year continued through May, and total New England 
employment in the industry was more than four per 
cent above that of a year ago. The region’s printing 
and publishing industry has also remained stable 
through the first five months of 1949. April and May 
employment was only one per cent below year-ago 
levels. The easing of the newsprint shortage has shifted 
the attention of newspaper publishers to methods of 
reducing production costs. 

Activity in the New England rubber-products in- 
dustry continued its downward slide during April and 
May. For the region, employment averaged 12 per 
cent lower than in the same months last year. Although 
average hours worked per work week are generally be- 
low the levels of a year ago, the length of the work 
week in Connecticut establishments was higher in May 
than in any month since January 1949. 

\s a consequence of the mild winter and lack of de- 
mand for rubber footwear, factories started producing 
spring and summer footwear earlier than usual to 
stretch out a disappointing production season. Tire 
production has also lagged behind levels of a year ago. 
On the other hand, many manufacturers of miscel- 
laneous rubber products have been successful in main- 
taining their output. 

The pulp and paper industry in New England has 
encountered the inventory and price problems common 
to many other industries. Demand has continued to 
slacken, and competition for the smaller volume of 
business has intensified. Employment in May was eight 
per cent below that of a year ago, and average work- 
weeks have dropped in leading production centers to 
32 hours. 

Newsprint and food-packaging lines are the strongest 
segments of the industry. Domestic wood pulp prices 
were cut at the end of June. Small price reductions in 
the fine paper and other lines have whetted the appe- 
tites of distributors for further cuts and have not stim- 
ulated buying. 


Metalworking Industries Generally Lower 


Purchasers of steel used up their inventories as they 
withheld orders in anticipation of price reductions. 
Many buyers of steel expect prices to fall before Sep- 
tember 1, despite the insistence of producers that lower 
prices are out of the question because of rising costs. 
Prices for steelmaking scrap were halved within a few 
months. Steelmaking dropped abruptly during the sec- 
ond quarter, and New England’s ingot output stood 


1949 





Monthly Review 


FEDERAL 
COTTON SYSTEM SPINNING ACTIVITY 
15- —— - - — —— - - os E Leoueii 
| | 


} 


| UNITED STATES 


| 
| 
| 





Monthly Spindle Hours in Billions (U.S) 
(IW) suome™g vi $1004 BpUIdS ANON 





= NEW ENGLAND | yt te 
5; + ele — ' 
| 
{ 
{ ! 
| | 
1946 1947 1946 1949 ? 


Source: US. Bureau of the Consus 


at only about 56 per cent of capacity for the last half 
of the quarter. Pig iron production has also fallen 
sharply. Employment in the iron and steel industry 
during May was about 30 per cent less than it was a 
year ago in both Massachusetts and Rhode Island. 

Employment and production also declined steadily 
during the second quarter in most of New England’s 
machinery and other metalworking industries. Non- 
electrical and electrical machinery both showed May 
employment totals almost five per cent below those in 
April and more than 16 per cent below those of May 
1948. Despite increased inquiries, new orders actually 
placed for machine tools in May were 13 per cent below 
those in May last year and were at their lowest level 
since September 1947. The industry continues to expect 
an increase in foreign orders, but the halt in all new 
purchasing by England casts a shadow on these hopes. 
The decline in foreign orders was responsible for the 
drop in May. Conditions in the previously strong tex- 
tile-machinery branch of the industry worsened during 
the second quarter as dollar shortages hindered foreign 
shipments and domestic textile mills revised their im- 
provement programs. 


Heavy Electrical Equipment 
Begins to Weaken 


In the electrical-machinery industry, production con- 
tinued to expand in the television and electronic equip- 
ment branches. Price reductions and improved or re- 
designed models have not yet checked the drop in de- 
mand for appliances. Many types of heavy electrical 
equipment have also joined in the decline. 

Automobile assembly and shipbuilding are the major 
metal-based industries in which output and employ- 
ment continue to expand. A weakening in the demand 
for used cars has not yet been reflected in lower pro- 
duction of new cars. Shipbuilding contracts reached a 
new postwar peak at the beginning of May. Employ- 
ment at a leading New England shipyard has increased 
12 per cent since January 1, 1919. 

Most branches of the nonferrous-metals industry ex- 
perienced further contraction in operations during the 
second quarter of 1949. Connecticut’s brass mills re- 
mained at sharply reduced levels of production and 
employment, with little immediate prospect for im- 
provement. Fabricators of copper and copper alloy 
products shipped a smaller tonnage of finished goods in 
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May than in any month since before World War IL. 
Some signs of improvement have appeared lead, 
however, as battery manufacturers and other users have 
re-entered the market for the primary metal. Fabrica- 
tors’ raw material inventories in all branches of the 
industry declined during the quarter, as piecemeal re- 
ductions slowly carried the price structure to a firm 
bottom. The more favorable inventory-price relation- 
ships resulted in some pickup in demand for the pri- 
mary metals in June. Demand has not yet revived for 
finished nonferrous products. 

The production of lumber and lumber products in 
New England also continued at levels below those of 
last year during the second quarter of 1949, but there 
was only a slight drop from the preceding quarter. 
Price and inventory adjustments have continued. By 
the end of June, prices for both hardwood and softwood 
lumber had fallen about 15 per cent from levels of a 
year ago. The demand for lower grades of both types 
was particularly weak. 

In the furniture industry prices were stable, and 
orders were regular but small in size. Dealers and 
manufacturers kept inventories down, and production 
was below that of a year ago. Employment in May was 
nine per cent below that of a year ago. 

During May and June, production in New England’s 
jewelry and silverware industry was at its seasonal 
low, with employment about ten per cent below that 
in the corresponding months of 1948. In the jewelry 
trade spring business was disappointing, and there was 
not the usual spurt in employment. Manufacturers pro- 
duced only for current orders. Many firms are length- 
ening their vacation periods as they await the results 
of the showing of fall lines by salesmen during June and 
July. On the basis of orders received to date the fall 
season this year will be considerably better than it was 
a year ago. The manufacturers of jewelry findings are 
already reporting a pickup in orders. 

The production of clocks and watches in New Eng- 
land showed little overall improvement during the 
second quarter, although some producers reopened 
after lengthy shutdowns. Extensive vacation shut- 
downs in July are anticipated. Those firms producing 
professional, scientific, and control instruments appear 
to have maintained output more successfully than most 
other durable-goods producers. 
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Sales Expectations 
of New Kngland 
Manutacturers 


for 1949 


During the first quarter of 1949. the sales of 40 per 
cent of New England's manufacturers equalled or ex- 
ceeded those in the first quarter of 1948. For the whole 
vear 1949. only one third of the region’s manufacturers 
expect to maintain or increase their dollar sales over 
last vear’s levels. Many producers believe that their 
vear-to-year sales increases recorded during the first 
three months of 1949 will shrink by the end of the year 
or that their decreases from 1948 will grow. While the 
typical New England manufacturer experienced a nine 
per cent sales drop in the first quarter, he expects a 15 
per cent decline for the full vear. 


THESE are some of the findings of a survey of New 
England manufacturers conducted by the Federal Re- 
serve Bank of Boston, in cooperation with the New 
England Council and with the assistance of nine manu- 
facturers’ associations in the region. The study was 
the present position and 
future prospects of manufacturing in New England. 
This article is based on the first 605 usable replies to 
the mail inquiry.' 

Factory activity provided 47 per cent of the jobs in 
New England and was the source of 31 per cent of its 
income in 1947. The future of the region is tied closely 
to the future of its factories. The need for re-evaluating 
the position of local manufacturing has arisen out of 
the more rapid and more extensive decline in factory 
employment in New England than in the country as a 
whole since the fall of last year. The greater than 
average decline is in contrast to the recent better than 
average performance in many nonmanufacturing lines 
in New England and the previous history of relative 
stability in the area’s manufacturing employment. 

The typical manufacturer in New Hampshire and 
Maine was most severely affected by declining sales 
during the first quarter of 1949, as is shown by an ac- 
companying chart. The sales dips were heavily influ- 
enced by the importance of textile-mill production in 
both states. Firms with plants in more than one New 
England state and companies located in Vermont were 
closest to the midpoint of sales experience for the re- 
gion. Manufacturers in the three southern New England 
states sustained smaller sales declines. The difference 
between the northern and southern states is significant. 
It indicates that areas which are well diversified have 


designed to aid in appraising 


1This is the first in a series of three articles on the position of manufacturing 
n New England based upon this survey 


rhe other articles will appear in the 
August and September Monthly Reviews 
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SALES OF 605 N. E. MANUFACTURERS, BY STATES 


(2! Quorter 1949 Compored with 12 Quorter 1948 
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greater initial ability to withstand a downturn in busi- 
ness activity. The states in which the average com- 
panies showed the smallest sales declines also had 
higher proportions of companies reporting sales in the 
first quarter of 1949 equal to or greater than sales in the 
corresponding period of 1948. 

Even though the frequency and extent of sales de- 
clines among manufacturers in the individual New 
England states were different during the first quarter 
of this year, the average producer in each state expects 
a 15 per cent sales decline for the full year. Factory 
producers in New Hampshire and Maine, who were 
most severely affected during the first three months of 
the year, anticipate no further relative sales deteriora- 
tion. In fact, the percentages of companies in those 
states expecting 1949 sales to match or surpass last 
year’s billings are slightly higher than the figures re- 
cording actual performance from January through 
March. This consistency of expectations in terms of 
recent experience is in general a reflection of the sta- 
bility or improvement noted recently in two of the 
nondurable-goods industries that are of major impor- 
tance in those states — textiles and shoes. 

In the other four states of the region, producers are 
more pessimistic about the whole year than their first 
quarter performance alone would indicate. The greater 
pessimism is primarily the result of the spread of re- 
adjustments from the soft goods to the durables, which 
are particularly important in the southern states. 


Durab lo Decline More 


The contrast among New England manufacturers is 
particularly striking when their responses are analyzed 
by industries. Both durable-goods and nondurable- 
goods producers reported a middle-company sales drop 
of nine per cent from the first quarter of 1948 to the 
same period in 1949. The typical durable-goods pro- 
ducer, however, expects a greater comparative decline 
in sales for the entire year. Likewise, the percentages 
of producers expecting to match or better their sales 
records of last year have shifted in favor of the non- 
durable-goods manufacturers. The actual performance 
in the first quarter of 1949 compared with that in the 
same period a year ago had slightly favored the durable- 
goods producers. 

The changes in actual and expected sales are, of 
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course, the result of changes in both selling prices and 
physical quantities sold. Where prices were adjusted 
rapidly to changed economic conditions, first quarter 
sales comparisons were least favorable. On the other 
hand, the early completion of major price adjustments 
improved prospects for the rest of the year. 

Among the nondurables, the food products, printing 
and publishing, chemical, and leather and leather- 
products industries are evidently in the strongest sales 
positions. Leather and leather-products manufacturers 
expect 1949 sales to equal those of 1948, although sales 
during the first quarter were five per cent behind sales 
during last year’s first quarter. 

Some improvement from the first quarter is also 
predicted by the region’s textile mills, which were hit 
early and hard by the current business recession. Their 
relative optimism for the rest of the year appears to be 
based largely upon the major price reductions made by 
the end of March, the good performance of retail sales, 
and the low level of distributors’ stocks. 

With only two exceptions, the durable-goods indus- 
tries reporting in sufficient numbers for analysis antici- 
pate a further weakening in sales. The typical billings 
of instrument makers were only two per cent under 
1948 sales in the first three months of the year, and 
they expect the results of the entire year to approxi- 
mate those of 1948. Producers of lumber and_ basic 
timber products also see no appreciable further com- 
parative decline from the first quarter. 

The metal-products groups, including electrical and 
nonelectrical machinery, are the ones anticipating the 
greatest slump in sales. This is particularly true among 
producers of nonferrous metal products, where prices 
have slipped more than in most other industrial groups 
since the close of the first quarter. 


fnalysis by Company Size 


For the 605 firms included in this sample, large firms 
are more heavily represented than small ones in terms 
of the region’s manufacturing employment. The an- 
swers to the questions discussed in this article were 
further analyzed by company size to determine if the 
unequal representation of small and large companies 
had distorted the state and industry summaries. The 
bias was negligible in the comparisons of first quarter 
sales. Except for the two groups of smallest firms, those 
with fewer than twenty employees, the typical sales 
changes of the first quarter were very nearly the same 
in each size class. The differences in the averages of 
these two groups offset each other. 

For the full year, however, the larger companies ex- 
pect greater sales decreases than the smaller com- 
panies. Since the groups of larger firms were over- 
weighted in the total sample, the state and industry 
averages of expectations for 1949 have a downward 
bias. The summaries of first quarter experience are good 
indications of both the sales behavior of the typical 
companies and the total sales experience of New Eng- 

Explanatory Note: The averages presented in this article are the sales changes 
of the typical, or median, companies in each state, industry, or other grouping 
They were found by arranging the responses of each group in order of rank from 
the largest sales increase down to the largest sales decrease and determining the 
sales change of the middle company. 

There was a broad range of actual sales experience and sales anticipations 
among companies in all states, industries, and size groupings. The averages and 


percentages quoted here are designed to bring out the central tendencies and 
differences among various groups of manufacturers. 
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land manufacturers. The calculated anticipations for 
the entire year 1949 tend to overestimate the decline 
of the typical company. They are good indications of 
the expected decline in total sales, however, since the 
companies employing 20 or more workers provide 93 
per cent of the total manufacturing employment in 
New England and probably make an even higher per- 
centage of total sales. 

This investigation of the 
pectations of companies classified according to size 
indicates that, contrary to the belief of many indi- 
viduals, the small companies may not have suffered 
relatively from the recent decline in business any more 
than the larger companies. Moreover, it strongly sug- 
gests that they will be less severely affected by falling 
sales during the rest of the year 1919. 


sales experience and ex- 
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SALES OF 605 N.E. MANUFACTURERS, BY INDUSTRIES| 
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Note: Figures in parentheses indicate number of companies in sample. Soles changes are not 
shown separately for the Ordnance, Petroleum and Coal Products, and Transportation Equipment 
industries, from which a total of six replies wos received. Their reports are included in the totals. 


* Sales change of middle company in order of rank from largest increase to fargest decrecse | 
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Prospects seem to be excellent for better summer busi- 
ness in the New England vacation industry in 1949 
than in 1948. Preliminary data on July 1 indicated that 
advance reservations of vacation lodging places for 
July this year were three per cent ahead of the level 
a year ago. These preliminary figures for July 1 indi- 
cate better July and August business than those re- 
ported on June 1, which showed reservations for these 
months running below those of a year ago. 

Total actual business of all lodging places in April, 
May, and June exceeded the level of activity in the 
same months a year ago by about 7 per cent. Never- 
theless, there was some weakness in inland areas and 
among such specialized types of lodging places as 
sporting camps and housekeeping cottages. Some ho- 
tels which do not provide service and entertainment 
for all members of the family also are not doing as much 
business as they did last year. 

Excellent vacation weather through Independence 
Day helped to boost spring business in 1949 above the 
level in 1948. The real test of the effect of weather will 
come in July and August. In general the weather in 
April through June 1949 was much better for vacation 
purposes than during the corresponding period in 1948. 
The June comparison was especially favorable as rain 
fell on only four days in the entire month this year 
compared with 18 rainy days in June last year. It may 
be tempting fate to expect July and August vacation 
business in New England to improve over that for last 
year. There were only 18 days with measurable rainfall 
in these two months during 1948 and rain fell during 
daylight hours on only six of these days. 

The summer vacation theme for 1949 seems to be a 
vacation for the entire family. Areas and lodging places 
in New England which provide the most complete 
service and entertainment for all members of the family 
will probably enjoy the best success this summer. The 
family and service theme of the 1949 vacation season 
is supported by a detailed study of the business and po- 
tential business of over 300 individual lodging places 
by type of business, by location, by entertainment 
facilities and by rates. 

Resort hotels which are located on shore and inland 
beaches or provide artificial swimming facilities on 
the grounds, and also have a well-rounded entertain- 
ment and sports program for all ages, are booked almost 
solid for July and August. There is more space still 
available than is customary at this time of the year in 
hotels which lack swimming facilities and a compre- 
hensive entertainment program. Resort hotel operators 
report that younger guests are taking an increasing 
amount of hotel space. They are making reservations 
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to stay for only part of the vacation season. Guest 
lists are changing more rapidly. The shift to younger 
guests who stay for shorter periods may be an aspect 
of the trend to vacations for the entire family. A 
younger guest list requires a more active entertain- 
ment program. 

Adult camps and central dining room cabin- or cot- 
tage-type resorts which have hotel-type services may 
have one of their best seasons, according to the reports 
on advance reservations. The number of these lodging 
places in New England is limited, and the shifting pat- 
tern of vacation habits has increased the requests for 
their services. The risk involved in profitable food 
handling has probably retarded development of the 
central dining hall type of resort. 

Boys’ and girls’ camps will have a record number of 
children in camp this season. On June 1 private camps 
had 93 per cent of their capacity registered, and pre- 
liminary July | information indicates that these camps 
had campers using about 96 per cent of their available 
space on opening day. 

Housekeeping cottages in favorable locations rented 
well in April, but since that early spurt demand for 
this type of accommodation has declined sharply. The 
decline in their popularity may be traced to several 
reasons. A combination of undesirable locations, high 
rentals and a shift in preference to omnibus services, 
including meals, are reasonable explanations. 

Tourist homes and roadside cabins continued to re- 
cord better business through April, May, and June than 
in the same months last year. Although advance reser- 
vations on July 1 for July and August were only at one 
per cent above those for last year, it is expected that 
the total number of guests will far exceed those enter- 
tained last year. The percentage changes of the tourist 
lodging business index are known to understate total 
vacation business. The percentage changes record only 
the change in business activity of tourist homes and 
cabins in operation in both 1948 and 1949. The under- 
statement results from omission of all data from the 
many new establishments that are opening for the first 
time. In addition, most of the actual business at tourist 
homes and roadside cabins comes from vacationists 
who do not make advance reservations. 

Examination of the effect of rate changes indicates 
that, in general, lodging places that have not changed 
their rates are doing as much business as they did last 
year or more. Lodging places which have lowered their 
rates, however, are not showing gains that might be 
expected from a bargain-seeking public. 

Preferences and plans of guests have nevertheless in- 
fluenced rate structures of some lodging places. The 
overnight guest did some shopping around for lower 
rates in May when plenty of space was available, and 
will probably continue to shop whenever this is pos- 
sible. Inability to rent housekeeping cottages has forced 
down asking prices for this type of accommodation. 
Asking rates of most other accommodations are gener- 
ally at last year’s levels. 





| Monthly Review articles may be reprinted in full or 
in part provided credit is given to the “Monthly 
Review of the Federal Reserve Bank of Boston’’. 








